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Praj Industries 

Healthy margin expansion drives earnings beat 

Praj Industries (PRJ IN) reported 21% YoY revenue growth in Q4FY23 at Rs 10bn 
(5% below our estimate), boosted by robust growth in the bio energy and HiPurity 
(HPS) segments. Bio energy and HPS grew by 31% YoY and 35% YoY to Rs 7.1bn and 
Rs 803mn, respectively, offsetting the 6% YoY revenue decline in the engineering 
segment of Rs 2.1bn. As a result, EBITDA grew by 41% YoY to Rs 1.1bn (12% above 
our estimate), with EBITDA margin expanding ~146bps YoY to 10.4%. Finance cost 
rose 180% YoY and other income increased 117% YoY to Rs 162mn. Consequently, 
PAT increased 53% YoY to Rs 881mn. We raise our EBITDA margin by 70/50bps for 
FY24/25E on better-than-estimated margin improvement in FY23, EBITDA by 
9%/7% and EPS by 8%/5%, respectively. PRJ’s key strengths lie in its 1) superior 
fundamentals, 2) dominant market share, 3) fast growth, and 4) high return profile. 
We estimate 17%/26%/22% revenue/EBITDA/PAT CAGR over FY23-25E for PRJ and 
expect RoE to improve to 24.5% in FY25E from 22.2% in FY23 on superior 
profitability. Historically cash positive, PRJ has the ability to invest in growth. 
Valuations are attractive at 19x P/E on FY25E. We retain BUY rating with a revised 
TP of Rs 482 (Rs 458 earlier), based on 25x FY25E P/E. Key risk: Change in 
government’s ethanol blending policy, inability to pass through RM cost volatility, 
technological obsolescence. 

Bio energy division – Revenues marked by order completion: Revenue increased 
~31% YoY to Rs 7.1bn in Q4FY23. The company received 15% YoY lower orders at Rs 
8.5bn, while its order book stood at Rs 28.7bn. Of its total order book in 
Q4FY23/FY23, 60% of the capacity came on starchy feedstock, and the rest came 
from sugary feedstock. Going forward, the company expects more orders from 
starchy feedstock vs the other. Execution in the 1G ethanol segment was strong 
throughout the year, plus the domestic order book was healthy. Low carbon ethanol 
is emerging as good business opportunity in the US. The company has commenced 2-
G ethanol production at the IOCL plant in Panipat. The team is now focusing efforts 
on establishing continuous operations and reliability enhancement of the plant. 

Engineering division - Revenue fell ~6% YoY to Rs 2.1bn in Q4FY23. PRJ received 71% 
YoY higher orders at Rs 1bn, while its order book was Rs 3.6bn. To address the 
Energy Transition and Climate Action (ETCA) segment demand, PRJ is setting up a 
modern manufacturing facility to be housed into a new subsidiary - Praj GenX 
Limited, at an investment of Rs 1bn. The company received its first order for 
modularized Zero Liquid Discharge (ZLD) system. 

HiPurity division: Revenue increased ~35% YoY to Rs 803mn in Q4FY23. The 
company received 88% YoY increase in orders, while its order book stood at Rs 1.7bn. 
PRJ is witnessing increased traction for offerings in the High-Capacity fermenters 
space. It has received an order for a large-size fermenter from Oman and has also 
received its first order in the semiconductor sector. 

Capex plan: To accelerate commercialization of bioplastics, PRJ is setting up first of 
its kind demo plant for Polylactic Acid (PLA) at Jejuri, in the outskirts of Pune. The 
company will likely use this pilot facility for scaled production of Food Grade Lactic 
Acid and Polylactic Acid for which it expects to incur a capex of Rs 2bn. 
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Sector: Sugar Rating: BUY 

CMP: Rs 375 Target Price: Rs 482  

Stock Info 
 

Sensex/Nifty 62,502 /18,499 

Bloomberg PRJ IN 

Equity shares (mn) 184 

52-wk High/Low Rs 311/ Rs 211 

Face value Rs 1 

M-Cap  Rs 60bn/ USD 0.7bn 

3-m Avg volume USD 2.4mn   

Financial Snapshot (Rs mn)  
Y/E  Mar       FY23 FY24E FY25E 

Net sales 35,280 41,132 48,385 

EBITDA 3,078 3,919 4,851 

PAT (adj.) 2,398 2,869 3,542 

EPS (adj.) (Rs) 13.1 15.6 19.3 

PE (x) 28.6 23.9 19.4 

P/B (x) 6.4 5.5 4.8 

EV/EBITDA (x) 20.5 16.2 13.1 

RoE (%) 22.2 23.2 24.5 

RoCE (%) 28.6 31.2 33.0 

D/E (x) 0.02 0.02 0.02 

OPM (%) 8.7 9.5 10.0 

DPS (Rs) 3.0 5.8 6.8 

Dividend Yield (%) 0.8 0.8 1.5 

Dividend payout (%) 23.0 37.1 35.2 

Shareholding Pattern (%)  
 Mar'23 Dec'22 Sep'22 

Promoter 32.8 32.9 32.8 

- Pledged -- -- -- 

FII 17.8 17.6 17.0 

DII 7.8 7.7 10.3 

Others 41.5 41.8 39.9 

  Stock Performance (1-year) 
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Other key takeaways from the concall 

• PRJ joined hands with AirAsia India and IOCL to fly its first commercial flight in 
India, powered by a blend of ‘indigenous’ Sustainable Aviation Fuel (SAF). PRJ 
produced the SAF blended in ATF by using indigenous feedstock, leveraging its 
relationship with Gevo Inc., USA. 

• OMCs have floated Expression of Interest (EOI) for adding capacity worth 3bn 
litres for 8 ethanol deficit states. The Tamil Nadu (TN) government unveiled its 
TN Ethanol Blending Policy 2023, to attract investments worth Rs 50bn in 
molasses/grain-based Ethanol production capacity. 

• The first rice straw based commercial CBG plant for HPCL has commenced biogas 
generation. The plant is currently under stabilisation and should start regular 
dispatch of CBG by the end of June 2023. 

• The company has entered into a JV with IOCL as per which, the joint venture will 
have 50:50 equity participation at an initial capital amount of Rs 5mn. It will set 
up biofuel production facilities and market compressed biogas, ethanol, 
sustainable aviation fuel, and various coproducts and intermediates. The 
company expects the JV to conclude in FY24. 

Exhibit 1: Change in estimates 

(Rs mn) 
Old Estimates New Estimates Change (%) 

FY24E FY25E FY24E FY25E FY24E FY25E 

Net Sales 41,072 47,333 41,132 48,385 0.1 2.2 

EBITDA 3,603 4,517 3,919 4,851 8.8 7.4 

EBITDA Margin (%) 8.8 9.5 9.5 10.0 76bp 48bp 

Adjusted PAT 2,656 3,360 2,869 3,542 8.0 5.4 

EPS (INR) 14.5 18.3 15.6 19.3 8.0 5.4 

Target Price  458  482  5.3 
Source: Company, Systematix Institutional Research  

Exhibit 2: Financial snapshot 

YE March (Rs mn) Q4FY23 Q4FY22 YoY (%) Q3FY23 QoQ (%) 

Net Sales 10,040 8,290 21.1 9,100 10.3 

RM cost 5,925 5,235 13.2 5,568 6.4 

Employee Cost 705 584 20.6 675 4.4 

Other Expenses 2,365 1,729 36.8 1,997 18.4 

Operating Expenses 8,995 7,548 19.2 8,240 9.2 

% of Sales 90 91 (145.8) 91 -96bp 

EBITDA 1,045 742 40.8 860 21.5 

EBITDA Margins (%) 10 9 145.8 9 96bp 

Other Income 162 75 116.8 78 108.7 

Finance Cost 22 8 179.8 8 169.7 

Depreciation 95 67 42.5 72 31.8 

Less: Minority interest 0 -  0  
Forex gain / (loss) 38 38  (2)  
Extraordinary item - (28)  -  
PBT 1,128 753 49.8 856 31.8 

Tax 247 177 39.9 233 5.9 

Effective Tax Rate (%) 22 23 -154bp 27 -535bp 

Reported PAT 881 577 52.8 623 41.5 

NPM (%) 8.8 7.0 182bp 6.8 193bp 

No. of equity shares 184 184  184  
Adj. EPS (Rs) 5 3 52.8 3 41.5 

Source: Company, Systematix Institutional Research 
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Exhibit 3: Key ratios (% of Net Sales) 

Key Ratios (% of revenues) Q4FY23 Q4FY22 YoY (%) Q3FY23 QoQ (%) 

Raw Material Cost 59 63 -413bp 61 -217bp 

Employee Cost 7 6 120bp 7 30bp 

Other Expenses 24 17 634bp 20 367bp 

Effective Tax rate 22 23 -154bp 27 -535bp 

      

Gross Margin 41.0 36.8 413bp 38.8 217bp 

OPM 10.4 9.0 146bp 9.5 96bp 

NPM 8.8 7.0 182bp 6.8 193bp 

Source: Company, Systematix Institutional Research 

Exhibit 4: Segmental financial snapshot 

YE March (Rs mn) Q4FY23 Q4FY22 YoY (%) Q3FY23 QoQ (%) 

REVENUE           

Bio-Energy                7,128                 5,447  31%                6,643  7% 

Engineering                2,108                 2,247  -6%                1,729  22% 

High Purity                    803                     597  35%                    728  10% 

Net Revenues             10,040                 8,290  59%                9,100  10% 

            

Sales mix (%)           

Bio-Energy                       71                        66                          73    

Engineering                       21                        27                          19    

High Purity                          8                           7                             8    

            

Order Intake           

Bio-Energy                8,512                 9,969  -15%                8,051  6% 

Engineering                1,038                     606  71%                1,789  -42% 

High Purity                    830                     441  88%                       99  735% 

            

Order Backlog           

Bio-Energy     28,677              21,668                27,716    

Engineering        3,755                 5,726                   3,380    

High Purity        1,707                 1,381                   2,704    

 Source: Company, Systematix Institutional Research 
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Profit & Loss Statement 

YE: Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E 

Net revenues  13,047   23,333   35,280   41,132   48,385  

Revenue growth (%)  18   79   51   17   18  

 - Op. expenses  11,923   21,395   32,202   37,213   43,533  

EBITDA  1,124   1,938   3,078   3,919   4,851  

EBITDA margins (%)  9   8   9   10   10  

 - Interest expenses  29   25   46   28   26  

 - Depreciation  221   226   302   364   389  

 + Other income  190   241   356   350   350  

 - Tax  313   518   789   1,008   1,245  

Effective tax rate (%)  29   27   26   26   26  

Reported PAT  751   1,410   2,296   2,869   3,542  

+/- Extraordinary items  (8)  (28)  -     -     -    

+/- Minority interest  -     (0)  0   -     -    

Adjusted PAT  811   1,502   2,398   2,869   3,542  

EPS (Rs/share)  4   8   13   16   19                                   

Source: Company, Systematix Institutional Research 

Balance Sheet 

YE: Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E 

Share capital   366   367   367   367   367  

Warrants  -     -     -     -     -    

Reserves & Surplus  7,652   8,790   10,413   12,025   14,095  

Networth  8,018   9,157   10,780   12,393   14,462  

Minority interest  1   1   -     -     -    

Total Debt   113   147   263   243   223  

Def. tax liab. (net)  (89)  5   (111)  (111)  (111) 

Other Financial Liabilities  6   6   1   1   1  

Capital employed   8,050   9,316   10,932   12,524   14,574  

Net Fixed assets   2,842   2,882   3,237   4,373   4,484  

Investments   3,523   4,800   4,996   4,996   4,996  

Net Working capital   1,685   1,634   2,698   3,155   5,093  

Cash and bank balance  1,011   1,075   986   579   524  

Capital deployed   8,050   9,316   10,932   12,524   14,574  

Net debt  (898)  (927)  (723)  (336)  (301) 

WC (days)  69   53   55   55   55  

DE(x)  0   0   0   0   0                                             

Source: Company, Systematix Institutional Research 

Cash Flow 

YE: Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E 

 PBT  1,131   2,049   3,187   3,877   4,787  

 - Cash Tax  (149)  (450)  (625)  (1,008)  (1,245) 

 +  Non cash items   109   56   281   392   414  

Cash profit  1,092   1,654   2,843   3,261   3,957  

 - Incr/(Decr) in WC  1,159   93   (1,215)  (864)  (1,993) 

 Operating cash flow  2,251   1,747   1,628   2,397   1,964  

 -  Capex  (87)  (185)  (352)  (1,500)  (500) 

 Free cash flow  2,164   1,562   1,276   897   1,464  

 -  Dividend  4   397   771   1,256   1,473  

 + Equity raised  3   26   4   -     -    

 + Debt raised  -     -     -     (20)  (20) 

 -  Investments  1,626   1,170   652   -     -    

 -  Misc. items  19   68   (76)  (28)  (26) 

 Net cash flow  545   36   (89)  (407)  (55) 

 +  Opening cash  458   1,039   1,075   986   579  

 Closing cash  1,003   1,075   986   579   524                                      

Source: Company, Systematix Institutional Research 

Ratios 

YE: Mar  FY21 FY22 FY23 FY24E FY25E 

P/E (x)  84.8   45.7   28.6   23.9   19.4  

P/BV (x)  8.6   7.5   6.4   5.5   4.8  

EPS (Rs/share)  4.4   8.2   13.1   15.6   19.3  

EV/EBITDA (x)  57.2   32.5   20.5   16.2   13.1  

RoE (%)  10.1   16.4   22.2   23.2   24.5  

RoCE (%)  13.6   21.0   28.6   31.2   33.0  

 DE(x)   0.0   0.0   0.0   0.0   0.0  

Fixed Asset turnover (x)  5.9   10.5   14.1   12.8   14.6  

Dividend (%)  107.8   150.0   150.0   290.0   340.0  

Dividend yield (%)  0.6   0.8   0.8   1.5   1.8  

Dividend payout (%)  48.8   36.7   23.0   37.1   35.2  

Debtors days  126.9   80.1   82.2   70.0   70.0  

Creditor days  95.6   66.5   52.2   50.0   50.0  

Inventory days  36.1   54.0   34.5   35.0   35.0  

Revenue growth (%)  18.3   78.8   51.2   16.6   17.6  

EBITDA growth (%)  43.9   72.5   58.8   27.3   23.8  

PAT growth (%)  15.1   85.3   59.6   19.6   23.5                     

Source: Company, Systematix Institutional Research 
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DISCLOSURES/APPENDIX 

I. ANALYST CERTIFICATION 

I, Pratik Tholiya, Varun Gajaria; hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject securities or issuers 
referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research 
report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain independence and objectivity in 
making any recommendations.    

Disclosure of Interest Statement Update 

Analyst holding in the stock No 

Served as an officer, director or employee No 

 
II. ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below: 

1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report. 

2.  The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the 
month immediately preceding the distribution of the research report. 

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report. 

4.  The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or 
services from the company(ies) covered in this report in the past twelve months. 

5.  The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous 
twelve months. 

6.  SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research 
report. 

7.  The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report. 

8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report. 

9.  Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report: 

Sr. 
No. 

Particulars 
Yes / 
No. 

1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No 
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No 
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report.  No 

4 
Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the 
previous twelve months. 

No 
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Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other 
products or services from the company(ies) covered in the research report in the last twelve months. 
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10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities. 

STOCK RATINGS 

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months. 
HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months. 
SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months. 
NOT RATED (NR): The analyst has no recommendation on the stock under review. 
 

INDUSTRY VIEWS 

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months. 
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months. 
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months. 

III. DISCLAIMER 

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information 
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.  

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise 
due caution while acting on it.  Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an 
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and 
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information 
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for 
distribution to institutional investors. 

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any 
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or 
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